


Institutional Archive of the Naval Postgraduate School 


Calhoun: The NPS Institutional Archive 
DSpace Repository 


Theses and Dissertations 1. Thesis and Dissertation Collection, all items 


1950 


A comparison of the retirement systems of 

the military establishment of the United 

States with that of the federal civil service 

and with selected business and industrial concerns. 


Breault, Roland William 


Northwestern University 


http://ndl.handle.net/10945/14004 


Downloaded from NPS Archive: Calhoun 


Calhoun is the Naval Postgraduate School's public access digital repository for 
(8 D U DLEY research materials and institutional publications created by the NPS community. 
«ist Calhoun is named for Professor of Mathematics Guy K. Calhoun, NPS's first 


ii KNOX appointed — and published -- scholarly author. 
LIBRARY Dudley Knox Library / Naval Postgraduate School 
411 Dyer Road / 1 University Circle 
Monterey, California USA 93943 





http://www.nps.edu/library 


A COMPARISON OF THE RETIREMENT SYSTEMS 
OF THE MILITARY ESTABLISHMENT OF THE 
UNUTED STATES WITH THAT OF THE 
FEDERAL CIVIL SERVICE AND 
WITH SELECTED BUSINESS 
AND INDUSTRIAL 
CONCERNS 


ROLAND WILLIAM BREAULT, 







Js anny 
U S. Naval Postgrettuate Geno 
Monterey, California 














) NORTHWESTERN UNIVERSITY 


A COMPARISCN OF THE RETIREVENT SYSTEMS OF TREE MILITARY 
ESTABLISHMENT OF THE UNITED STATES WITH THAT OF 
THE FEDERAL CIVIL SERVICE AND WITH SELECTED 
BUSINESS AND INDUSTRIAL CONCERNS. 


A THESIS 
SUBMITTED TO THE GRADUATE SCHOOL 
IN PARTIAL FULFILLMENT OF THE REQUIREMENTS 
for the degree 


MASTER OF ARTS 


DIVISICN OF CORRELATED STUDIES 


BY 
ROLAND WILLIAM BREAULT 
- Library 
U. S. Naval Postgraduate School 
EVANSTON, ILLINOIS Annapolis, Md. 


JUNE, 1950 


| im eA mpc y 
7 oe wt ~ 


ives OV Al \ av 


CIP a) chee Tee gee ' 


=ieemer « 

_—?) $7 es — 2 ihe 
[_——. eee er 3 Sees TT? ges OC 
oT wt a 
ee id 


iat! Bee ap 4 qeemshe, 





TABLE OF CONTENTS 


11 


Page 
Introduction 
ComMOGpS BE PP OMGNONES. 206i cc cc ceed ns wc omen i. 2 
History of Pension Movement... .......ccceeccccace 4 
Types of Pensions.......sescceee OOS Hews see gee om tf 
| i. eo eC ee eee Tee eee ; 5 
Procedure 
| Scope of Study.......... seeneee Tl TTLiitlit Lette 8 
DUTAnmition of Terme... ...cvccnesevccece 5: ais lace . ad 
Obtaining the data... .. cc ccccccvcscsccssveccsccse LZ 
oN ee eee ee as. AB 
Results 
Military Retirement... ...cccssccccncases ,riitt = 
Civil Service Retirement. .......cc0000- (OWA ee Oe 
Industriel Retirement. ......ccccccccccces TTTT TTT AL 
Discussion of Results 
Participation Eligibility... ..... ccc ce ecw ce eee 67 
Retirement Eligibility....... csc ccncccesvves cone 
. Optional Retirement Age...........ceeee iwoweee 2+. 69 
Contributory vs Non-contributory....... «uae one we 
Disabil tyne. cies. cess ees oes eB 4e bos oH Be POG es es Te 
Helative Costs....... v6 ihe Tee Tee - 2 
Survivor Benefits... ......ceeee sone h. 668 pemeee... FO 
Vesting........ we As, Uk rae cok OT ee - 75 
os ee rr pO 04 we oe Bem 8 RO OmEe . 78 
Inducement for Long Service....... Mame. iB... . BO 
ETP@et om MOrtelatyg. .. ccc ccc ewe cee sc eee i... 
Social Security Law Aspects... ... ccc cc ccecccces - 81 
BITOGS GW MOPGLES ss. 66 ck ew cece cece ences - 82 
| DUMMAPY OG GOACLOSTORE. 2.0... cc ccc eee c ccc asennes 84 
gC ee re, Pa eee st Tere ‘ . 86 
Appendix A 
Outline of Military Retirement Plan........... ... 88 


12555 


- =o ae 











- = ‘ 
‘ie 
om deem PML 
: . ‘ ° i! « Ve o———.- 
. i , | Ano it a etree 
é (yeee O60. WYTTii. 4 ar hee. — TT 7 
3 } i i - 


ee al 
... a) oe oe 
"; 6S iwitmvs 
. zo oe 
amelie 


ail Aptecum 


am be 14% 
a 


otis 


evi iage pine 
ss . —__ ——=_ “i «+ '_—_— 
Le Pe gp? at (eee apa? 
- «i ioe 
tiga; ~ 
4 vet —_ we 


iba tliiesé#®s 
~s (= bh — mT | 


=: a °*- 
sf. £28) iti-e et ieee : 


3 Ores eed 


of. =< ee 


iti miriam, § 


' 
i re me ’ 6 


VD ove remmrcrcme ante + 
7 |. 6 bo OS :@3c | See onan 
’ __-p MipaemninGeaia 
>> r= 
ee _ 





Table 
1. 


10. 
ii. 


12. 


135. 


14. 
16. 


16, 


i7. 


18. 


LIST OF TABLES 


Corresponding Pay Grade of Military 
Mame OE BMaSS. wn se eee eres eee cin: & 


Monthly Basie Pay of Military................-- 
Monthly Quarters Allowance of Militeary........ 
Monthly Subsistence Allowance of Militery..... 
Monthly Retirement Pay, Militery Personnel.... 


Comparable Provisions of Militery 
MOCLPOMORS FLMM. ww cece te rene acae _ 


Cost of Militery Retirement Plan, Fiscal 
Fear 1950, ..6....5000% Toi. Lee Swag 


Length of Service of Navy Enlisted Personnel.. 


Estimated Age Distribution of Regular 
Naval Personnel...........00. 8 TS oa SO cee OE ; 


Armed Services Retirement Active Duty Data.... 


Retirements USN-USNR 1940 through September 
1949 


w~ Cr ee ee er er es ee | ry 


Officer Retirements and Resignetions 1937 
Through September 1949-By Calender Year- By 


TWO OF MREVAPOMONE. . wc enw ww ews vw ence ol 
Navy Voluntary Retirements 1945 oe 

September 1949.......2ceceoes ‘ Tir vattT 
Navy Trenefers to Fleet Reserve............- ws 


Enlisted Retired from Fleet Reserve and 
Regular Navy by Reeson........... TAT ‘ 


Total Military Monthly Compensation by 
Bxpee ted Entry YOO. te we ce twee 


Monthly Pay Scales for Positions of Comparable 
Responsibility Held by Civilian and Military 
Personnel.......... et ee eee 


Navel Officer Attitudes on Retirenent Plans... 


iii 


20 


. 


22 


2? 
26 


29 


50 


ol 
S2 


: 

ometiie 9 :: ) et Oe eoogee 
+ | TT i? = Oo 
s* | i- ria cs «ut ofthe Asse 
- -pemed? *1® % om '~ «e@“4tee teem 


. - Vemma? ( AS om 
pou adi oo| Ace eh” WAR 
an 
,eoreiie te =o 
ci ti ee 
OS eee heel Se fe . = |e 


7s @ ©» lirei-sele oa al 
SP 4cuteeeweme te i .— te 


Ce 
“==og cee Set” ee lee oe 


=>. oe ee am jose gcg ee il Ow 


= on ee ———ngal? 
_ eee 


oe Pe 


" sea "je (S180 8 © Ol el hoe 


OW teetiniee ee 


* 
. s . 2 : 
- . - be A . . - i= ‘a i 
- ; ' = /- 


=> 
694 Cet ete ase my 
_ 


peed 








ohant | 











Teble 
19, 


20. 


21. 


52. 
O5. 
Br 


iv 


Page 
Comparable Provisions of Civil Service 
ig FP Oe PLE LAST AE EE - OO 
Cost of Civil Service Retirement Plan, 
ae VS CY. ae Pere re ere a | 34 
Civil Service Retirements by Retirement 
Provision, Fiscal Year 1947.......... ccc eee . 38 
Civil Service Involuntery Reductions, 
Fiscal Years 1945-1949......... cece eee eee 36 
Civil Service General Pey Schedule........... . ov 
Civil Service CPC Pay Schedule...... Trt oe 
Civil Service Annuities Computed under 
Tt) Be. Fee ee) ee eee ee 39 
Civil Service Survivorship Reduced Annuity 
PI@M. os .N. > i. Tho cee |. bP. Pe Pero Og... 40 
Civil Service Survivor Benefits after 
Completion of & Years Service-Desth while 
TT D.. g, , Pe  e ee  ee e 41 
Civil Service Survivor Benefits—Death efter 
Retirement.............6.4. ~ TELA EPA Lit . 42 
Civil Service Lump Sum Death Payments......... 43 
Industrial Participation Eligibility 
MOGMIPOMOER TE, 0b eee ee ee et bee 44 
Industrial Perticipetion Eligibility and 
Service Requirements....... LS | OP eee 45 
Industrial Normal Retirement Age.............. 46 
Industrial Early Retirement Provisions........ 4? 
Industrial Vesting Provisions..............06. 48 
Industrial Employee Contributions............. 49 


Induetrial Pension Benefits Including 
Primery Social Security Benefits.............. 50 


7° 


-— : i aipe? 


- , ‘ 7 L ’———? ele lowes 
, . ‘Fe ° “——_ sat 

= 7. , rt o_o \a 
P > *e7er 


“=< we ove 


oe fT Ave 
heel ~~) al 


mse ‘vad 
i. ,ih ow 


-@” « ivi. (0 Sey ou=ye aye 
aie @ 6 tee oot > ey 
le + : ; - 9 & 


ET ct Tete! Vet nd amb e! rl 
—, fi _ | el 


ye 5) el ett et cet ie ae 


Gol ieein) eee ero Leen 
=» - - + © 


le 














” om | i ioe T 


a hat ne ae 


» wehinsnvealle 








° Ba 
ae ’ t8#8 tate i 





ar ¢ ; 


4 
. 
. 
5, 
« 
-~ 
> 
* 





Table 
57. 


58, 
og. 
40, 


41. 


44. 
45. 
46. 
47. 


48. 


49. 


50. 


Bl. 
52, 


Number of Industrial Employees in 612 
Companies Surveyed in 1947.........cc ecw ceee 


Industrial Vesting Benefits....... ccc eeecee 
Industrial Early Retirement..........ceeseee 


Industriel Early Retirement Pension 
WOMETALCE FPROVIGOG. 226 cc mee te te tes 


Number of Industrial Plans with Early 
Retirement Provisions... ... ccc vcs scvbeceee 


Industriel Service Requirements for 
Participation Eligibility...... nan NS ge . 


Year Plan Established, Number of 
Perticipants and Early Retirement 
Provisions of 12 Gompany Survey in 1950.. 


Retirement and Participation wtanaaoen sea. 
12 Company Survey in 1950.............. —— 


Disability, Survivorship and Contributory 
Provisions of 12 Company Survey in 1950... 


Vesting Provisions of 12 Company Survey 
in NI oii cai eee#e?8e @ eeee?e*e#e8esseees#e @e «se eeess? 28 


Benefit Formula Provisions of 12 Company 
Survey in 1950........ oe See ee ee o ea 6 ER 


Pension Benefits Including Primery Social 
Security Penefits of 12 Plan Survey, 
Military and Civil Service........cceeeneee ‘ 
Annual Cost of Retirement Plans in 12 
Company Survey in Relation to Annuitants 
end Payroll @e¢e4eoe#es#esee#eeeeé e eeeeee#e@e@ ee @eenrteeteese#e®@ e 
American Experience Table of Mortality... 
Combined Annuity Mortality Table............ 


Social Security Benefits to Worker and 
WATe BRO Beeb es 6s te bess bs oes “TTT Tr 


. 57 


. 58 


. 59 


‘ee ——! « 
‘ 


' 7 —_——-- 


— . ~,' '\ ~ - 
| ‘ = - TeGeues i » it ele 
———e@ Jee | oe ant sou” 
—s -* al a hth * ewe 
SS ier (eae ~! ie eter 


Ro) ee ee Fg 
ae . i) eye oe 5" 


oe os a, a@ e 
".. <I om geen! «7 es 
=e ow © } 90 ne De 


ge ee mm ~§#t@--..«@ 


—— <i punt yfaave oe 
_ tae tb et. sities 





é é 
; ¥ = , 
-— Todt Tel eed - 


a | —— 


= 





1 


PROD ok S08 

The early concept of pensions was that of relief for 
the needy and aged oltizens of a community or group when it 
became evident to the authorities that such citizens were 
no longer able to provide for thezselves end had no one 
Capable of or interested in doing eo. 

The Industrial Revolution largely resulted in the cen- 
tralization of oceupations and the concentration of copula- 
tion in urban arenas. The relative security of individuals 
@iminished with the result that the weekly or aonthly wage 
not only had to provide for current living expenses but in 
addition, a portion of it had to be set aside in savings to 
offset the period when loss of income was certain to arrive. 

The situation became agireaveted to the extent that it 
was no longer feasible to think only in terme of oocesional 
relief cases. The question then, was how to spread earnings 
over o lifetime; over periode when the breadwinner was work- 
ing ond when he was not. It soon become evident that this 
could not be done, in the great majority of esses, on an in- 
dividual basis; but, to a large extent, it could be done by 


planned group effort. Thus, our modern idea of retirement 


plans. 





1. Appreoiation is expressed to Dr,1l.A. Berg of the Departe 
ment of Fsychology, Northwestern University for his 
criticisms end suggestions during the preprration of 
thie thesis, and to Mr.G.D. Price of the Research Divi- 
fion of the Bureau of Naval Personnel for hia asristence 
in the collection of statistical data. 
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pensions were conceived of and today we find that pensions 
are thought of as desirable for:(1) 
Continuity of Service 
Improvement of Morale 
Reduction of Labor Trouble 
Increased Loyalty 
Attraction of New Employees 
Goodwill in the Community 
Greater Output 
Reduction in Turnover 
Reward for Long Service 
Opening Avenues for Promotion 
Separation of Less Desirable Employees 
The addition of reasons for pensions other than relief 
hae come about largely through the emergence of an organized 
and somewhat independent labor force. However, there can 
be extracted three major reasons which in themselves ere 
ample justification for the recognition of the pension move- 
ment. "The object of attaching a pension to a post is not 
merely to reward past services but attract continuity of ser- 
vice by the holder as well as to enable the employer to dis- 
pense with the services of the employee without herdship to 
im should age or infirmity render him less efficient. "(2.119) 
Perhaps the most inportant and most publicized concept 
as been that of recognition by the State of service under 
zard by its citizens in uniform, and for which services, 
e State has considered itself under obligation. This 
inn was first interpreted as relief for disabled 
ilitary men but later branched out to include indigent ex- 
, ervice men regardless of disability, and finally, as a re- 
for service with or without disability or hardship. 
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The latter concept has come to be recognized, not in the 
sense of «a gratuity, as pensions are frequently thought of, 
‘put as aright. “Voluntery service (regulars) involves the 
acquisition of certain rights, the extent and conditions of 
which are known in sedvance to the individual concerned. 
a righte include e grant of a pension, varying with pay 
or renk, after s certain number of yeers service. "(3 p.7) 

A very recent application of the old welfare sconcept 
occurred in the Steel Strike of mid-summer 1949. The United 
Steelworkers of America, ¢.I.0. and certain companies in the 
basi steel industry were at odds on the point of company 
‘financed pensions. The President of the United States 
appointed a board to determine the issues. The conclusions 
let the board were "..... pensions should be considered a part 


of normal business costs to take oare of temporary and per- 





‘manent depreciation in the human machine in much the same 
leony as provision is made for depreciation and insurance of 
isiant and machinery. This obligation should be among the 
first charges on revenues."(4 p.8) 

| There does not seem to be any doubt that pensions are 
here to stay. "The concept of providing social insurance and 
pensione for workers in industry has become an accepted part 
of Modern American Thinking."(4 p.8) The need for this rec- 
Ognition is readily apparent when it is considered that the 
number of old people, over 65, in the United Stetee hae in- 
creesed from five million in 1920 to eleven million at the 
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present time end predicted to be about twenty million by 
isso. (5) 
History, The earliest endeevor to establish some sort 
of protection has been attributed to the Collegia Societies 
in Rome.(6) In comparatively recent times it is noted that 
England established Navy Pensions in 1693 and Civil Service 
ory Acts as early as 1834.(2) In the United States 
annuity contracts were in existence in 1759.(6) The Conti- 
nentel Congress paesed the first military ect in 1776.(2) 
ther milestones in the history of pengions in this country 
were:(7 p.55) 


1857 First private pensicn plan in American 
Industry. 

1875 First Municipel peneion plan established 
for New York City Police. 

1894 First Statutory retirement system for 
teachers adopted in New York City. 

1914 First State Old Age Pension Law, Arizona. 

1920 Federal Civil Service Retirement. 

1934 Railroad Retirement Act. 

1935 Social Security Act. 

1948 Civil Service Retirement Act amended to in- 
clude protection for survivors of Federal 
employees. 





iypes, Pensione may be classified into two broad cate- 






ories, namely Public and Frivate. Theee may further be 
oroken down as follows: (2) 


Public: 
Old Age. 
Invalid or Disebility. 
Maternity. 
Widows! 
Civil Service. 
Municipal. 
Military. 
Teachers. 


al 


te whl lie wv ewe “| Smeg. meee Mee ale Ghee 
uA) aes 
rm Ce Sed iew ffi oe ' Dat ieee oes mr Ue 
2seiiniee oes : | Leos a ie ee ee 


— ier «fC? omhg mes Cent hgeeeee @) OO. em 
enim lige : a! us (eat foe ee bee 
oom © \ab te >a et 4 7 le! ee ee 
-~ € ia 6) oases «) oe et eeeinee 2 
io. ore! of tae Yee ght foal? of Gee Geet ae 
tis inv’ ©) he > faa ay oon we Od ee 
ie os 
- é a = 1 we owe — 
= i -« - ° A oe - + 
* ok. 
—ee a = ae x 
a ‘9 - oo 
eet a pg 
o— > a> 7% 
ene 


Sarre iS, 


qv a eS | st. 
ee 


7 . 








| Private. 

Clergymen. 

College Professors. 

| Sa: 
ndustriel. 

| Commercial. 

The first four types of public pensions are meinly for 
the relief of indigent, infirm or otherwise disabled persons, 
while the latter four are designed to solve the problems of 
superannuation continuity of service and reward for service 
under undesirable conditions. 

The plens for clergymen and college professors come 
within the classification of private plans inssmuch as they 
usually contemplate contributions from the individuals con- 
cerned and sre funded and administered by private finoencial 
institutions. Much of the same can be eaid for the industrial 
and commercial plans. Individual plans exist wherein cer- 
tain persons desire to provide for their own retirement 
independently. 

Purpose, The purpose of this study is to determine 
hether or not the retirement plans of the Military Estab-~- 
ishnent of the United States are comparable to those plane 
stablished in other organizetions of like size and impor- 
sance end to determine further the changea that should be 
ade in the militery plans, if any, in view of current 
shought and circumstance. 

Proponents and opponents of the various private and 


ublic plans have expounded their theories and edvoceted 


heir particular brand of ideas concerning pensions and 
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retirement. One is usually unewere of the deficiencies or 


edvantages in a particular plan unless some effort is made 

i Be compare that plan with similar plens in other organize- 

| Aone. 

. Pensions, as we know them today, are granted or o*n- 
tracted for a number of ressons. The nonetary return is not 
always the sole determination of en adequate plan, nor is 
age or superannuation alweys the reason for the establish- 
ment of such plens. Therefore, the evaluation of a plan as 
‘to its eheqnacy and justification depends on a variety of 
‘factors and conditions peculiar to the enterprise or organ- 
“4zation itself and the trend of thought generally held at 
the time. This necessity for thorough appraisal of the 

| si teation is evident. Coneider the positive statement 


a. the fundamental purpose of eae retirement plan..... is 


--_ = 


to meet the superannuation problem."(8 5.39), as compared 

to "The ideal retirement age should depend on the occupation 
of an individual and on his physical condition. "(9 p.135) 
Also ,"Pensionse are generally recognized es being a reward 
for continuity of service; as a tangible recognition of a 


Valuable service rendered to the Stete as in the casa of 


militery pensions. "(2) 

The Continental Congress in 1776 evidently decided there 
were factore to consider, other than age, when it provided 
thet officers of the regular army be entitled to half pay 
for life for service only until the end of the Revolutionary 
War, (10) 
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In any event, it is fsirly obvious that no one concept 







is sufficient on which to base the retirement of a force as 
large es thet of the United Stetes military in view of the 
umerous factors effecting the members and the conditions 
der which they live, due to the peculiarities and inei- 
Gences of the Service. Therefore, although meny plans have 
een published and eome of those are in use, an evaluation 
f « particular plan (military) in the light of known 


situetions end foreseesble cirecumstsnces is in order. 
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PROCEDURE 
| Scove, The scope of study has been limited to the 
enalysis of plans currently in effect for the Federal Civil 
Service, the Militery Establishment, a large number of re- 
tirement plans in industry and commerce edopted in recent 
‘years combined with a smaller number of large nationally 
known industriel and commercial olens as of current date. 
Tne effect of the national Social Security Law on all of 
the above plans will be taken into consideration. 

It has not been considered vertinent to the problem 
to undertake a study of the verious methods of funding ines- 
much as militery retirement costs ere apvropriated annually 
by the Congrese. Any dGeperture from the pregent method 
would not serve any useful purrose es the procedure would 
merely amount to bockkeeping entries end the funds submerced 
into the general funés of the Treesury and used for current 
purposee and expenses. In nedition, further expense would 
be incurreé to provide the personnel neceesery to administer 
such a fund.(8) 

The problem of enalysis would be an extremely difficult 
one if phy attempt were mede to consider the effect of 
numerous details peculiar to the military alone, such as 
limited duty, temporery eppointments, promotion, selection 
boarde, retirement boards, combst citations and ethers too 
numerous to mention. It has been attempted to retain only 


those factors which enable edequate evaluation and still 
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permit logical comparison. 

Further, in order to simplify the process, the Army and 
Air Force plans will be treated as one and henceforth re- 
ferred to as the Army Plan. 

The Navy and Marine Corps plens will be treated as one 
and henceforth referred to as the Navy Plan. Such treatment 
is not incompatible with the facts as the Air Force is newly 
created, and as yet does not differ substantially with the 
Army on questions of retirement. The Navy end Marine Corps 
heve little or no differences on this question as the Corps 
has been administered by the Navy since its inception. As 
e further step in this study, the military plans have been 
merged end only their significant differences noted. Hencee 
forth the various military plans will be referred to as the 
military retirement system except in cases where significant 
differences need to be referred to as either Army or Navy. 

The following company plans have been chosen as a 
current representative sanple of industry and commerce on 
the basia of their size and imvortance in the economy of the 
eountry as well es allowing for variations in type by cover- 
ing a variety of industries. Cnliy the bigger and better 
programs of industry are to be considered inesmuch as fov- 

rnment IS big business and has obligations to its citizens 
nd employees greater than any business has to its employ- 
es. 


1. American Telephone and Telegraph Company. 
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ras E.I. DuPont de Nemours and Compeny. 
: gestman Kodak Company. 
2 General Electric Company. 
6S. General Foods Company. 
6. Greyhound Corporation. 
7. International Business Machines Corporation. 
8 8.5. Kresge Campeny. 
9, Commonwealth Edison Company. 
10. Standerd 011 Company of New Jersey. 
11. United Air Lines Corporation. 
12. U.S. Rubber Compeny. 


Definitions. The requirements of prectically any pen- 

Gion plen which must be coneidered are: 

Employee Classificatian 

Eligibility 

Retirement Ases 

Vesting 

Sontributory or non-contributory 

Benefits 

Costs 

Disability 

Ternination of Flan 

Principles of Dependency 


Length of Service 
Funding 


Employee clessificaetion pertains to the sslary group 
“or wege earning group. In the case of the military, class- 
ification would pertain to rank, rate or grade. 

Eligibility concerns iteelf with the deternination of 
requirements as to minimun service, meximum age, mininum age 
or Bimilar proviso. 

Hetirement ages usually pertains to the normal or early 
ages at which retirement is allowed with full benefitea or 
partial benefits computed by formula in accordance with 
ectuerial principles. 


Vesting means the trensfer to an employee prior to his 
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normal retirement age, of vension righte which are no longer 
contingent on his continued service with the organization. 
The procedure may involve various degrees of transfer. 

The gontributory and non-contributory prineiples con-=- 
cern themselves with the method by which the funde evalilable 
for pensioning are accumulated. In the contributory method, 
the employee as well as the employer contribute to the fund. 


The non-contributory method does not provide for enployee 













contributions. 

The term, benefits, refers to the formula used in the 
computation of monetary benefits received by the retired 
enployee and takes into consideration most of the require- 
ments of e pension plan in its formulation, 

Costs refer directly to the net expense of funding and 
administering a retirement plan based on annlicable formulae. 

Disability provisions concern themselves with the cir- 
cumstances and regulations vertaining to a period when the 
employee receives greater or lesser benefits than normal re- 
tirement benefits when incapacitated for further employment. 

Termination of Plans means under what conditions does 
the plan become inoperative, inapplicable or cancelled. 

Princinvles of Dependency refers to incorporation of 
certain benefits for the survivors of persons eligible for 
retirement either prior or subsequent to demise. 

Length of Service refers to number of years end months 
hich are taken into consideration in the formulation of 


benefits. 
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Data, The data were obteined from the following pub- 
lications end sources: 


Officers Personnel Act of 1947. Public Law 

¢ S81, 80th Congress. 

Career Compensation Act of 1949. Public Law 
551, 80th Congress. 

Cereer Compensation for the Uniformed Forces. 

A Report end Recommendation for the Sec-~ 
retary of Defense by the Advisory Commission 
on Service Pay, December, 1948. 

Report to the President of the United States on 
the Labor Dispute in the Basico Steel In- 
dustry, September, 194°, 

Civil Service Retirement Act of May 29, 1930 as 
amended to October 19, 1949. 

U. S. Civil Service Commission HKetirement Report 
Fisoel Year Ended June 30, 1948. 

Social Security Act of 1935 eas amended to 1949. 
282 Retirement Plans es published by the Senkers 
Truet Compeny of New York City in 1948. 

Retirement plans in 612 companies studied by 
Hugh O'Neil, in Modern Fension Plans, New 
York; Prentice-Hall 1947. 

Individual Company plans from selected industries 
for current anesiysis. 

Correspondence with cognizant Federal Agencies. 

Correspondence with various industrial end com- 
mercial organizations included in the scope 
of the study. 

Miscellseneous books reports, articles and mono- 
graphs es listed in bibliography and read- 
ing list. 


Criterion. A firm criterion which could be used in 
comparing the retirement system of the military was not pos- 
sible to establish because of the necessarily subjective 
nature of eny such measuring device. On this subjeot, there 
is hardly any one person or group of persons that will agree 
with others es to what is essential for a sound, adequate 
and justifiable program. The changes in technology, econ- 
omy, health, mortality, national income, inflation, defla- 


tion, conditions of employment end many other are not all 
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Viewed in the same manner nor are they evaluated precisely 
the same by those concerned with the formulation and im- 
plementation of retirement plans. 

It was found that after deletion of technical details, 
exclusion of funding problems, minor differences and certain 
irrelevent material, there seemed to be a convergence of 
thought on the problems cf: 

normal retirement ege. 

Optional retirement are. 

Benefits. 

Vesting. 

Disability. 

Length of Service. 

Survivorehino Benefite. 

The only precticable way available to evaluate the 
military retirement system wes to examine «ll the plans 
within the scope of the study, establish the points of con- 
vergence, compsre the pointe of cenvergence in eacn plan, 
welsh thea one ageinet the other in terme of known facts 
end interpret tne cifferences in accordance with the known 
peculiarities and conditions of the perticular organization. 


The study does not purport to have given the snswer to 


the question of retirement, but rather has attenpted to 
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TABLE 1 


CORRESPONDING PAY GRADE OF 
MILITARY RANK AND RATE 


TITLE 


PAY ARMY,AIR FORCE,MARINE CORPS NAVY 
GRADE 
O-8 Ceneral, lieutenent ceneral Admiral,vice admiral and 
and major general rear admiral (upper half) 
O-7 Brigedier general Rear admirel (lower half) 
and commodore 

0-6 Colonel Captain 

0-5 Lieutenant Colonel Commander 

O-4 Major Lieutenant Connender 

O-3 Captain Lieutenant 

0.2 F irst Lieutenant Lieutenent(juntor crede) 

O-1 Second Lieutenant Ensign 

We4 Warrant Warrant 

W-3 Warrant Werrent 

W-2 Werrant Warrant 

Wel Warrant Warrant 

Ee? Mester Sergeant Chief Petty Officer 
First Sergeant 

E-6 Sergeant Firet Cless Petty Officer First Cless 
Technical Sergeant 

BeS Sergeent Petty Officer Second 
Staff Sergeant Class 

Ex¥4 Corporal Petty Officer Third Class 
Sergeant 

Be3 Private First Class Seaman 
Corporal 

E=w2 Private Seanan Apnprentioce 
Privete First Claas 

Bel Recruit Seaman Recruit 
Private 


Source: Office of the Secretary of Defense, 
Washington, D.C, 
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TAPLE IIl 
MONTHLY QUARTERS ALLOWANCES 





OF MILITARY 
PAY GRADE WITH DEPENDENTS WITEOUT DEPENDENTS 
0-8, 0-7 $150.00 $120.00 
Om 5 120.00 90.00 
O-3, Wes 90.00 765.00 
O-2, We? 82.60 67.50 
0-1, Wel 75.00 60.00 
E-7, E=-6, E=S 67.50 45.00 
E=4 (a) 67.60 45.00 
E-4 (b,¢) 45.00 45.00 
E-%, E=}2, Eel(c) 45.00 45.00 


(a) Seven or more years service. 


“(b) Less than seven years service. 
(e) Considered es without dependents. 


Source: Office of the Secretsry of Defense, 
Washington, D. OC. 
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| TAPLE IV 

| MONTHLY SUBSISTFNCE ALLOWANCE 

| OF MILITARY 

RANK/RATE PROVISION AMOUNT 
Officers-All ranks, Allowed at all times. $42.00 


Rations in kind not available 67.50 
No Gov't messing available $0.00 


(a) Enlieted men without devendents usually mess 


together and no allowance paid. 
Source: Office of the Secretary of Defense, 


Enlisted-All rates, Provision to mees gseparately(e) 31.50 
Washington, D.C, 
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TABLE V 


MONTHLY RETIREMENT PAY 
MILITARY PERSONNEL 


CUMULATIVE YEARS OF SERVICE 


GRADE 0 2 ° 26 30 

0.8 $463 $609 $555 S602 $648 8916 
0-7 QA 40% 46] 518 55a 619 
0-8 308 352 384 435 468 523% 
0-5 263 * R05 333 379 408 438 
O=j4 (a) 242 * 274 299 333 359 384 
0~3 P12 O49 ORB 2a z00 221 
Om 2 174 192 209 226 244 261 
6-1 156 172 188 203 219 O35 
W=4 (hb) 210 240 261 203 15 z49 * 
We 174 200 218 245 264 294 
Wa2 152 176 192 217 O74 61 
Wel 154 156 170 193 208 2293 
E=7 (ce) 132 * 153 167 191 205 200 *# 
E-6 117 * 137 149 16° 174 187 
Bad 106 125 136 148 159 170 
E~4 95 105 114 194 135 143 
E-3 73 80 88 95 102 110 
fa? 60 66 vie) 72 84 90 
E~1 47 52 5? 61 66 71 





'* Indieatesr renks or retes in whitch voluntary retirerent 
| occurs the most, 

(a) Althouch figures shown for ell renks through twenty 
and thirty yeer period, creat majority of Officers 
below pay grede 0-4 would have been attrited prior 
to twenty year period. 

(ob) Warrant ranke ao not suffer attrition by virtue of 

. examinations and non-selection for promotion. 

(ec) 75% of enlisted personnel hold rate of pay grade E-~7 

at time of retirement. 
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TABLE VI 


COMPARABLE PROVISIONS OF 


Year Plen Established 
Number of Participants 
Number of Annuitents 


Participation Fligibility 
Reauirements 


Conditions of Eligibility 
for Retirement 


Karly Retirement 
Dissbility 


Coppin 


MILITARY RETIREMENT PLAN 


1899 
1,500,000 (approx. ) 
56,911 


None 


Mininum of 20 veers service 
with 30 yeers considered normal 


None 


Annuity deternined by vercentare 
of disability times ray of rank 
or rate held at tine of 
retirenent. 


Officers-%% of beeic vey of 
rank held at time of retirenent 
tines venrrs of service or 2.02% 
of total pay and allowances 
times veers of service, 
Enlisted-2#% of basic pey of 
rate held et time of retirenent 
times veere of service or 1.87% 
of totnl nay and allowences 
times veers of service. 


source: Office of the Secretary of Defense, 


Washineton, D. C 
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TABLE VII 


COST OF MILITARY RETIREMENT PLAN 
FISCAL YEAR 1950 


AMOUNT PERCENT 

Totel National Budget $45 ,000 ,000 ,000 100.00 

Totel Militery Budret 14 , 000 , 009 , O00 31.11 

Appropristion for Pay, 4,578,400,000 (a) 10.17 
subsistence and Trens- 
portation of Military 

Funds for Retirement 211,000,000 (b,c) 46 





(a) 32.7% of total military budget. 

(po) 1.6% of total military budget. 

(c) 4.6% of appropriation for pay, subsistence and 
trensportation. 


Source: Officé of the Secretary of Defense, 
Weshington, D. C. 
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TABLE VII 


LENGTH OF SERVICE OF 
NAVY ENLISTED PERSONNEL 


As of 30 September 1949 


BL 





LENGTH OF SERVICE TOTAL 
Less than 2 years 128 ,681 
£ to 4 years 72,912 
4 to 6 46 ,128 
6 to 8 37,208 
6 to 10 28 , 206 

10 to 12 11,224 

12 to 14 10,471 

14 to 16 6,150 

1€ to 18 3,044 

18 to 22 4,799 

c2 to Zé 1,089 

26 to 30 487 

Over 30 18) 

TOTAL 550,580 

Breakdown 18 to 22 years 

168 to 19 years 1,545 

19 to 20 1,376 

20 to 21 1,090 

z to 22 __ 133 

TOTAL 4 799 


Source: Buresu of Neval Personnel, Washington, D. C. 
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TABLE IX 


ESTIMATED AGE DISTRIBUTION 
REGULAR NAVAL PERSONNEL 


As of 30 Septenber, 1949 





AGE OFFICERS ENLISTED AGE OFFICERS ENLISTED 
17 4,165 4) 1,157 878 
18 26 , 562 42 864 673 
19 57, 426 43 777 468 
20 12 59 ,054 44 616 382 
el 229 34,728 45 621 272 
(22 887 21,358 46 555 184 
23 1,876 18,113 47 529 212 
24 2,461 18 , 346 48 464 204 
26 2,346 15,516 49 403 172 
26 2,249 13,190 50 303 99 
27 2,264 11,334 51 261 48 
28 2,348 11,394 52 176 40 
29 2,384 9,898 53 143 33 
(50 2,070 8,141 54 101 28 
31 2,246 7, 220 55 106 22 
32 2,317 6,164 56 81 11 
33 2, 205 5 , 293 67 75 6 
(34 2,190 4,394 58 61 8 
is) 1,881 3,566 59 44 7 
36 1,695 2,920 60 37 6 
3? 1,696 2,537 61 32 4 
38 1,627 2,128 62 18 1 
39 1,532 1,616 63 & 32 0 
40 1,285 1,179 Over 

TOTAL 45.247 350,580 


Source: Bureau of Naval Personnel, Washington, D.C. 
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TABLE X 


ARMED SERVICES RETIREMENT ®@ 
ACTIVE DUTY DATA 








SERVICE RETIREMENT ACTIVE DUTY DATE 

BRANCH NUMBERS NUMBERS APPLICABLE 
OFFICERS ENL OFFICERS ENL. 

Army 10,571 22,504 68,562 590,066 9/30/49 

Air Force 976 4,559 59,754 560,165 8/31/49 

Marine Corps 1,301 1,384 7,022 75,284 1/1/60 

Navy 16,064 (a)18,572 45,247 350,580 9/30/49 
27.212 28,999 180,685 1,376,095 





(a) 4500 ex-enlisted Navel versonnel retired as Officers. 
* Prior to Career Act, enlisted disabled personnel were 
Gischarged and came under cognizence of the Veterans 
Administration, 
Source: Office of the Secretory of Defense, 
Washington, D.C. 
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TABLE XIV 
TRANSFERS TO FLEET RESERVE 


PERCENT 
AFTER AFTER OF 
16_ YEARS 20 YRARS TOTAL STRENGTH 

1917 52 362 414 5 

1918 79 590 469 3 

iste 143 e0% 364 .2 
1920 343 234 579 4 

1921 O74 309 583 5 

1922 242 464 706 

1923 2,162 799 2,961 3.5 

1924 292 173 4G5 5 

1925 205 288 BAR 8 

1926 638 499 1,157 1.4 

19°97 R06 zoe 1,12? 1.4 

1928 639 288 927 1.1 
19°9 648 278 926 1.1 

1930 833 338 1,171 1.4 
1931 641 368 1,009 1.2 

1932 419 418 837 1.0 
(1esz 619 418 1,037 1.3 
1934 1,251 532 1,783 2.3 

(19365 1,204 650 1,854 2.3 
1936 1,688 469 2,157 2.5 

(1937 1,195 768 1,953 2.0 
1938 946 1,221 2,167 2.1 

1959 695 1,429 2,124 2.0 
1940 311 848 1,159 9 

1941 NA RA 535 3 

1942 NA HA 450 2 

1943 NA NA 372 | 

1944 NA NA 748 2 

1945 NA NA 1,296 4 

1946 WA NA 2,079 5 
1947 NA NA 4,409 1.0 

1948 NA NA 3,807 1.0 
1949 NA NA 2,786 8 


‘Scurce: Navy Depertment, Bureau of Naval Personnel, 


| Washington, D.C, 
* Not applicesble. 
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TABLE XVI 
TOTAL MILITARY MONTHLY COMPENSATION BY EXPECTED 
ENTRY YEAR. 
RATE/RANK EXPECTED PAY ALLOW- TOTAL PLUS MAX~- 
PAY GRADE ENTRY ANCES PAY LON] MUM 
YEAR GEV- Pay 
ITY 
R-1 Oo $ 80.00 $ 76.50 $166.50 § 15.00 $171.50 
~=E~2 + 82.00 76.50 158.50 38.00 196.50 
E-3 1 95.00 76.50 171.50 52.00 223.60 
0-4 3 124,00 "6.50 200.50 67.00 267.50 
E=5 ”? 161.00 99,00 260.00 66.00 326.00 
E~6 ll 198.00 99,00 297.00 51.00 %48.00 
Be? 15 242.00 99.00 341.00 52.00 398.00 
Wel 10 232,00 117.00 349.00 66.00 415.00 
Wao 14 283.00 124.50 407.50 66.00 473.50 
Wad 20 349,00 132.00 481.00 43.00 524.00 
Wa4 26 451.00 147.00 598.00 14,00 612.00 
0-1 0 £13.00 117.00 320.00 100.00 430.00 
0-2 3 263.00 124.50 387.50 86.00 473.50 
0~% 7 342,00 132.00 474.00 99.00 573.00 
0-4 13 427.00 147.00 574.00 86.00 660.00 
0-5 19 527.00 162.00 689.00 57.00 746.00 
0-6 25 641.00 162.00 803.00 47.00 850.00 
0-7 30 826.00 192.00 1018.00 £----- 1018.00 
0-8 30 954.00 192.00 1146.00 #£=*----- 1146.00 


ET TT LT TTT rr 


ow 


— LTTE eR 


Source: 


* Exoludes clothing allowances to enlisted grades and 
speciel allowances to Flag Officers. 
Advisory Commission on Service Pay. 
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TABLE XVII 


MONTHLY PAY SCALES FOR POSITIONS OF 
COMPARABLE RESPONSIEILITY HELD BY 
CIVILIAN & MILITARY PERSONNAL. 


MILITARY MILITARY RANGE CIVILIAN RANGE 
PAY OF OF 

GRADE COMPENSATION COMPENSATION 

E-1 $156.50 to $171.50 No comparable position. 
E-2 158 .50 196 .50 $125.00 to 250.00 
E=3 171.50 225,50 135.00 260,00 
Ba4 200.50 267 .50 2°5 .00 506.00 
Ea5 260.00 526 .Ov 240.00 325.00 
R=€é 297 .00 348,00 245.00 8465.00 
ke? 541.00 593.00 360,00 585 .00 
Wel 549 .00 415.00 No comparable position. 
We2 407 .50 472.50 No comperable position. 
Wed 481.00 524 .00 No comparable position. 
Wa4 598 ,00 612.00 No comparable position. 
O=1 5og0 .00 430.00 No comparable position. 
O=-2 587.50 £75.50 ¥250.00 to $700.00 
Om 3 474.00 575.00 375.00 700.00 
0m4 674.00 660.00 400.00 1000.00 
0-5 689 .cO0 746 .00 375.00 1700.00 
0-6 803.00 850.00 500.00 1200.00 
0-7 1018 .00 1018 .00 1250.00 2300.00 
0-8 1146.00 1146 .00 2000 .00 5500.00 
Source: Advisory Commission on Service Pay. 
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TABLE XVIII 


NAVAL OFFICER ATTITUDES+ 
ON RETIREMENT PLANS 


PERCINTAGE PERCENTAGE 


| RETIREKENT INTENTION OF OF 
TECHNICAL GENERAL LINE 
| OFFICERS OFFICERS 
Plan to retire on 20 year option 24.00 22.00 
FP lan to retire on 30 year option 25.00 27.00 
Plan to retire et retirement ase 13.00 16.00 
Leaving before retirement 7.CGO0 4,00 
Not decided yet 23.00 26.00 
Otheredid not answer 5.00 5,00 
100,00 100.09 





1. ‘Survey conducted in 1948 on all Naval shins and 
stations and covered all ranke and corns. A stetistically 
reliable sample of 4442 cases wes obtained. 
Source: Officer Attitudes, Navy Department, Buresu of 
Neval Personnel July, 1949. 





TAPLE XIX 


COMPARABLE PROVISIONS OF 
CIVIL SLAVICE RETIREMENT 
FISCAL YEAR 1950 





Yeer Plan Esteblished 1920 


Number of Employees 2,050,617 
in Executive Brench 


Number Covered by 


Retirement Act.* 1,775,000 

Number of Annuitents 143,379 

Survivor Annuitants 11,057 

Participation Requirements Five Years Service 
Mandatory Retirement Ase 70 

Barly Retirement Age 60 and 30 yeers service 


Age 62 end 15 years service 
Age 55 and 3O years service 


Vesting (a) After 25 years service 
reduced snnuity. 
(pb) After 5 years service 
reduced annuity payable 
age 62. 


Contributions by Employees. 6% of basic pay. 


Disability After & years service retired 
in eccordance with formula. 


Benefit Formula 12% of average annual basic 
pay for the highest 5 conseste- 
vtive yeern times years of 
service, 


FUE enor enema er 
Fost Office Employees have own Retirement Act. 


Source: U.S, Civil Service Commission, Retirement Division, 
| Washington, D. CO. 
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TABLE XX 
Cost OF CIVIL SERVICE 


RETIREMENT PLAN 
PIlovAL 1956 


- 


Payroll for umployees $5,863,500, 000 
in =xecutive 2rench 

Funds for Retirement 267 ,000, 000 
Peroent of Payroll 4.55% 





Souree: Civil Service Conmission, Retiresent Division, 
Washington, D.C. 
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TABLE XXI 


CIVIL SERVICE RETIREMENTS 
BY RETIREWENT PROVISION 
FISCAL YEAR 1947 











YEARS 

OF TOTAL 

SERVICE AND SECTION 

Mah DATORY DISABILITY 7 % 

~ 9 13.1% - 15.0% 54.,6% 
-~ 14 Q.? o 17.0 23.8 
- 19 13.1 11.2% 18.4 10.3 
- 24 13.0 11.92 18.9 6.8 
= 29 14.7 16.6 17.4 3.3 
= S4 19,9 30.8 9.4 1.2 
= 39 10.7 17.7 3.2 4 
=~ 44 5.0 83.6 .6 a 
~ 49 1.4 2.5 m | - 

& Over a4 al ~ = 
TOTAL 100.0 100.0 100.0 100.0 





Includes voluntary end involuntery eeperations not 
eligible uncer the optionsl provisions. Not eligible 
for survivor benefits. 


Source: U.S.Civil Service Commission, Retirement Division, 


| 
| 


Washington, D.C, 
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| TABLE XXII 


CIVIL SERVICE INVOLUNTARY REDUCTIONS 
FISCAL YEARS 1945 - 1949 


a 


FISCAL YEAR REDUCTIONS REMOVALS 

In FORCE FOR CAUSE 

1945 66,591 207,856 * 

O4e 603,593 108,141 * 
1947 388, 205 25 459 
1948 98,616 14,452 
1949 53,748 12,516 


Not comparable with later years, due to the inclusion 
in all of 1945 and part of 1946 of “abandonment of 
position” sa a removel for cause, 
source: Civil Service Commission, Retirement Divigion, 
Washington, DS. 
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TABLE XXIII 


CIVIL SERVICE 
| GEHEHAL PAY SCHEDULE 





ELE LT ITE SCOTTI IREE 





GRADE ENTRANCE PERIODIC MAXIMUM 
| SALARY INCREASE SALARY 
| i $ 2,200. § 80. $ 2,660. 
2 2,450, 80. 2,930. 
is 2,650. 80. 3,130. 
i @ © 875. 80. 3,355. 
| 8 3,100, 125. 5,850. 
6 3,450, 125, 4,200. 
” 3,826. 125. 4,575. 
| @ 4,200. 125. 4,950, 
| g 4,600, 125. 5,350. 
10 5,000. 125. 5,750. 
i 5,400. 200, 6,400, 
12 6,400. 200. 7,400, 
45 7,600, 200, 8/600. 
14 8,800. eno, $300, 
Lh 10,000, P50. 11,000. 
16 11,200. 200. 12,000. 
1? 12,200, 200. 13,000. 
z 14,000, ian 14,000. 
_ 


ource: U.S. Givil Service Commission, 
Washington, D.C. 
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TABL& XXIV 


CIVIL SERVICE 
CRAFTS, PROTECTIVE AND CUSTODIAL PAY SCHEDULE 








GRADE ENTRANCE, PERICDIO MAXIMUM 
SALARY INGREASE SALARY 

1 €1,510. $ 60. $1,870. 
2 2,120. 70. 2,540. 
3 2,252. 80. 2,732. 
& 2,450. 80. 2,930. 
5) 2,674. 80. 5,154. 
6 2,900, BO. 3,380. 
7 3,125. 100. 5,725, 
8 3,400. 125. 4,150. 
9 3,775. 126. 4,525. 
10 4,150. 125. 4,900. 






uree: U. S. Givil Service Vomnigssion, 
Washington, D. C. 
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TABLE XXVI 


CIVIL SERVICE SURVIVORSHIP 
REDUCED ANNUITY PLAN * 





AGE OF SURVIVOR ANNUITANT PERCENTAGE OF 
IN RELATION TO EMPLOYEE AGE FULL RATE DUE 
EMPLOYEE 
Older, same ege, or less than 6 years 20.00 
younger. 
Five, but less than 10, years younger. 85 .00 
Ten, but less than 15, years younger. 80.00 
Fifteen, but lees than 20, years 75.00 
younger. 
Twenty, but less than 25, yeers younger. 70.00 
Twenty-five or more years younger. 60.00 


*” Survivor's rete of ennuity # of full rate due 


employee end begins »t survivor age 50. 
Source: U.S. Civil Service Commission, Retirement 
Division, Washington, D.C, 
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TABLE XXX 


INDUSTRIAL PARTICIPATION 
ELIGIBILITY REQUIREMINTS 


REQUIREMENTS NUMBER OF PERCENT OF 





PLANS PLANS 

None 37 12.8 

Age Only 7 2.4 

Service Only 101 55.0 

“ge end Service 144 49 .8 

OTAL 289 100.0 
Source: Bankers Trust Company, New York, 
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TABLE XXXII 


INDUSTRIAL PARTICIPATION ELIGIBILITY 
AGE AND SERVICK REQUIRE! ENTS 





SERVICE 

REQUIREMENTS . 
AGE & UNDER : he 

None 37 2 4 1 
1 Year 34 9 18 a 
2 Years 7 2 10 4. 
5 Years 17 ? 10 5 
4 Years 1 - 1 - 
S Years 42 8 3? 24 
Special -= = =! , 

TOTAL 138 28 81 4.2 


Pource: Bankers Trust Company, New York. 
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TABLE XXXII 


INDUSTALAL 
NORMAL RETIRENENT AGE 


rad 








NORMAL NUMBER OF PERCENT OF 
RETIREMENT AGE PLANS PLANS 
65 281 87.3 
20 oft aD 
TOTAL 289 100.0 


Cource: Bankers trust Compeny, New York. 
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TABLE XXXIII 


INDUSTRIAL 
EARLY RETINSMENT PROVISIONS 


EARLY RETIREVWENT 
PROVISIONS 


NUMBER OF PrhRCANT OF 
PLANS PLANS 





(1) Permitted only with 
company's consent 


(a) 
(b) 
(ce) 


(a) 


After employee attains 
ean age 

After he coupletes a 
period of service 
After he sttains an 
age and completes 4 
period of service 
Anytime 


(2) Permitted at employee's 
election 


a 
(bd) 
(ce) 


) after he attsins an age 


after he completes a 
period of service 

efter ne attaline an ege 
and completes a period 
of service 


(3) Permitted only on 
Gisability or hardship 


(4) No provision 


(5) Information not complete 





urce: 





TOTAL 





Benkers 


rust Gompany, New York. 


90 


are) 


47 
18 167 54.3% 


45 84 29,1 


35 12.2 
2 0.7 


3 
28S 100 .O% 











TABLE XXXIV 


INDUSTRIAL 
VESTING PROVISIONS 








VESTING PROVISIONS NUMBER OF PERCENT OF 
PLANS PLANS 
No Vesting 69 23.9% 


Vesting on completion of a 
period of service 


15 years or less 41 
£0 years or more 17 58 20.0 
Vesting on attainment of an 
age 
Age 50 1 
55 17 
60 21 39 13.5 


Vesting on completion of service 
usually 10 to 20 yeers and the 
attainment of an age 


Age 45 or less 21 

50 11 

55 53 

60 i2 102 65.35 
Imnediete vesting without an 
age or service requirement 10 5.5 
Vesting only on leyoff 7 2.4 
Data not complete & 1.4 

TOTAL 289 100.0% 


Source: Senkers Trust Company, New York. 
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TABLE XXXV 


INDUSTRIAL 
EMPLOYEE CONTRIBUTIONS 





METHOD NUMBER OF PERCENT OF 
PLANS PLANS 
| 
No employee contributions 137 47 4% 
Voluntary employee contributions 7 2.4 
Employee contributions only on 
earnings over %3,000 per year 8 2.8 
Employee contributions on earnings 
both under and over $3,C00. 137 47,4 
TOTAL 289 100.0% 


. 
Source: Bankers Trust Compeny, New York. 
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TABLE AXXVI 


INDUSTRIAL PENSION PENEFITS INCLUDING 2 
PRIMARY SOCIAL SECURITY BENEFITS * 





PENSION INCLUDING PERCENTAGE OF PLANS IN EACH GENZFIT 
SCCLAL SECURITY CATEGORY 
AS PERCENTAGE OF AVERAGE ANNUAL COMPENSATION 
AVERAGE COMPENSATION $1,200 $3,000 5,000 415,000 
Under 35% 5.9% 5.5% 12.9% 35. oh 
35% to 40% — 7.0 9.0 6.2 
40% to 45% 2.0 37.5 41.4 23.8 
45% to 50% 15.6 10.2 18.8 20.3 
50% to 55% 9.4 52.8 11.7 3.9 
55% to 60% 26.2 2.7 3.5 9.0 
60% to 65% 31.6 2.3 1.5 0.8 
654 and over 11.3 2,0 . 0.8 
100.0% 100.0% 100.0; 100.0% 


efged on 3O years Future Service sfter eligibility for 
perticipetion and expressed as a vercentage of average 
annual compensation. 
* Primary Social Security Benefits elone provide the 
following pensions: 





Average Annuel Compensation 
1 


fhe difference between these firures anit the figuree 
shown in the table represents benefits provided by 
the respective plans. 

Source: Benkers Trust Company, New York. 





TASLE XXAVIT 


| NUMS2R OF INDUSTRIAL EMPLOYEES 
IN 612 COMPANI®"S SURVEYED IN 1947 


wr 








. 
'NUPSER OF TCEFLOVSES TOTAL PERCETAGE 
| 
. Under 100 39 6.4% 
100-- £249 55 9.0 
250=~- 46° 43 7.0 
| 600-- 999 55 9,0 
1,000-- 4,999 191 51.2 
6, 000-- 9,959 71 11.6 
1C , 000--14 , G99 33 5.4 
15 ,000--19 ,Sg¢e 14 2.3 
£0 ,000-~24 ,E99 14 2.3 
26 ,000--48 , Soe 13 2.1 
50,000 ene over £2 5.6 
Informaticn not 62 10.1 
obteined —— a 
TOTALS 612 100.0% 


source: O'Neil, Hugh. Modern Pension Plans,1947. 
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TABLE XXXVIII 
INDUSTRIAL VESTING BENEFITS 


a ee 


TYPE OF PROVISION COMPANIES PERCENTAGE 
A 
Plans with deferred vesting 424 72.4% 

lans with immediate vesting 37 6.5 

lans with no vesting 98 16.7 

nformation not obtained mad 4.6 
| TOTAL 586 * 100.0% 


"* 986 combination plans heave not been used in this teble. 
Percentages therefore, have been computed on the besis 
of 586 plans rather then 612 as shown in Table XXXVII. 

Seurce: O'Neill, Hugh. Modern Fension Plans, 1947. 
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TABLE XXXIX 
INDUSTRIAL EARLY RETIREMENT 


PROVISION COMPANIES PERCENTAGE 
t 
With company consent 388 77 6% 
At employee's election 83 16.6 
At election of company or employee 14 2.8 
Information not obtained 15 520 
TOTAL 500* 100.0% 


* ie plans not having any specific early retirement 


heve not been used in this teble. Percentages, there- 
fore have been computed on the basis of 500 plans 
rather than 612 as shown in Table XXXVII. 

Source: O'Neil, Hugh. Modern Pension Plans, 1947. 
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TABLE XL 


INDUSTRIAL EBARLY RETIREMERT 
PENSION BENEFITS PROVIDED 





BENEFIT COMPANIES PERCUNTSOL 





Actuerial equivelent of normal 

pension, payment immediate. 446 89,2 
Actuarial equivalent of normal 

pension, payment immediate or 

the pension rvecrued to eesrly 

retirement dete, payment deferred 


to normal retirement ere. o7 7.4 
Ovthere 6 Le 
Information not obtained ii mn 

TOTAL 900 200, 


Source: O'Neil, Hugh. Modern Pension Plans, 1947. 





TABLE XLI 


NUMBER OF INDUSTRIAL PLANS 
WITH EARLY RETIREVPENT PROVISIONS 








TYPE OF PROVISION COMPANIES PERCENTASE 
| 
. 
'Plens having specific eerly 
retirement provisions. 500 81.7% 
Plans having early retirement 
for disability only. 26 4.2 
Plens allowing early retirement 
but no further information 
obteined, | 8 1.3 
Plans having no early retirement _78 7 
| TOTAL 612 100.0 
. urce: O'Neil, Hugh. Modern Pension Plens, 1947. 
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INDUSTRIAL CERVIC: 
FOR PARTICIPATION ELIGIBILITY 


TABLE XLII 
REQUIREMENTS 


56 





REQUIREYE COMPANIES PERCENTAGE 
1 month 2 0.3% 
& months 5 0.8 
6 months 26 4.2 
1 year 180 29.4 
2 years 67 10.9 
5 years 70 11.4 
4 years 10 1.6 
5 years 155 26.3 
Others 21 3.4 
No service requirenent 67 10.9 
Information not obtained 9 rt. 
612 190, 


EN — 





source: 


O'Neil, Hugh. 


Modern Pengion Plans, 1947. 
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TABLE XLILI 


YEAR PLAN ESTABLISHED, NUMBER OF PARTICIPANTS 
AND EARLY RETIREMENT PROVISIONS OF 
12 COMPANY SURVEY IN 1950, 





COMPANY EAR NUMBER OF EARLY RETIREMENT 
PLAN BMPLOY28sS 
ESTAR = PARTICI- 





LISHED PAT ING AGEL SERVIC 
 Americen 
Telephone & 556 25 
Telegraph Co, 1913 25 , 900 56- 30 
EI. Dupont de 
Nemours & Co. 1904 74,000 60 30 
Bastmen Kodak 1928 44,000 55 20 
Generel Electric 1912 196,798 60 HONE 
General Foods 1934 16,028 5&8 NONE 
Greyhound Corp. 1941 24,506 drivers 50 RCNE 
others 55 
International 
Business 
Mechines 1°45 18 ,856 NONE NONE 
3. S&S. Kreage 1941 35,610 53 NONE 
Commonwealth 
Edison Co. 1912 17,900 NONE NONE 
Stendard 011 
of New Jersey 1903 Al ,O00 55 NONE 
United Air Lines 1941 9,802 flight 560 NONE 
others 55 


U. S. Rubber Co. 1917 635,572 55 20 





= 
3 
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TABLE XLIV 


RETIREMENT AND PARTICIPATION ELIGIBILITY 
12 COMPANY SURVEY IN 1950 





COMPANY ELIGIBILITY PARTICIPATION 
FOR ELIGIBILITY 
RETIREMENT REQUIREKERTS 
AGE SEAVICE 
Anericen 
Telephone & 
Tlegreph Co. 80 20 NONE 
B&B. I. Dupont de 
Nemours & Co. 65 15 NONE 
Eaetman Kodéek 65 20 NONE 
General Electrie 65 NORE 1 year service 
General Foods 65 NONE 1 yeer service 
Greyhound Corp. 60 drivers NONE 2 yeers service 
65 others 
International 65 10 NOND 
Business 
Machines 
S. 3. Kresze 63 NONE 6 years service 
and age $5 
Conzonwealth 66 NONE NONE 
Edicon Co. 
Standerd 011 65 NONE " NONE 
of New Jersey 
United Air 60 flight NONE lL yeer service 
Lines 65 others and ege GO non- 
rilots;age 25 pi- 
lotsa. 


U. S. Rubber Co. 65 20 NONs 
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TABLE XLV 


en 
0 


DISABILITY, SURVIVORSHIP AND CONTRISUTORY 
PROVISIONS OF 12 COMPANY SUNVEY IM 1950 





COMPANY 


anericen 
Telephone & 


Telegraph Co, 


Z.1.Dupent de 


Nemours & Co. 


Sastaan Kodak 


| PenePral 
Electric 


reneral 
Foods 


| = enaieaai 
Corp. 


International 
Business 
| Machines 


~8.5.Kresge 
Commonwealth 
Edison Co. 


Standard O11 
of N.J. 


‘Unitea Air 
Lines, INC, 


U.3.Rubber Co, 


1S years 
service 


1S years 
service 


15 years 
service 


15 years 
service 


None 


15 yrs.age <5 
<O yre.age 40 


10 years 
service 
None 
Adjusted 
Annuity 
None 
None 


20 years 
service 


SURVIVOR 


ANNUITY 


None 


None 
Reduced 
Benefits 
Reduced 
Benefits 


Reduced 
Benefits 


Reduced 
Benefits 


Seperate 
Plen for 





OMPLCYEE 
CONTRIBUTIONS 


None 


lione 
None 


2% of first $5000. 
plus 5% of excess 
Guring any yeoer. 


First #50. None 
Next #200. 4% 
Over $250. 6% 


2% of annual 
earnings. 


None 


Dependents 


Reduced 
Benefits 


None 


Reduced 
Benefits 


Reducea 
Benefits 


None 


From 4% to 44% of 
monthly earnings 


None 
14% to 22% 
of eernings 
Pilotsa:44% of #3000. 
plus 9% of excess. 
Others:3% of §3000. 
plus 6% of excess. 


None 
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TABLE XLVI 


VESTING PRCVISIONS OF 
12 COMPANY SURVEY IN 1950 





COMPANY VESTING 





Americen Telephone None 
& Telegreph Co. 


£. 1. Duront de None 
“4 


Nemours & Co. 


Bastnan Kodek Eligible for ennuity uvnon comvoletion 

of 20 years service. 
venersl Foods 10 years service, Annuity payable at 65 
veneral Ulectric Age 50 and 20 yeers service receive 


pension at age SO, 


Greyhound Corp. 5-10 yeers.1/4 of company contributions 
10-15 yeers.1/2 of company contridutions 
15=20 yesrs.3/4 of company contributions 
20 yeers. All of conpeny contributions 

plus own contributions to receive 
annulty at age 65. 


international None 
Business Machines 


5S. S. Kreege Co. 5 years service. Pension are 63 
Commonweelth None 

E@igon Co. 

Stenéeré 0C1il of Reteine all ennuities purchesed on 
New Jersey his behelf. 


United Air Lines age 45 end 10 years. Annuity peyable 
et 60 for pilots and 665 for others. 


U. &. Rubber Co. None 
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TABLE XLVII 


BENEFIT FORMULA PROVISIONS OF 
12 COMPANY SURVEY IN 1950 


ae oe 


BENEFIT FORMULA 





American 
t@lephone & 
Telegreph Co. 


E.L.Dunvont de 
Nemours & Co. 


Lastmen 
Kotex 
Venerel 


slectric 


General 
rocds 


Greyhound 
Gorporation 


internetionel 
Lusiness 
Machines 
5. 8. Kresge 


Comnonwealth 
Edison Co, 


Stenderd Cil 
of N. J. 


United Air 
Lines 


U. S. Rubber 


1® of sverere annual psy of 10 years prior 
to retirenent times yeers of service. 


le of averere mpnnusl pay of 10 years prior 
to retirement times veers of service. 

1% of total earnings plus 1% of earnings 
in excese of $3000 in any year plus #% of 
excess of §©10,000 in any one year. 


40% ennuelly of agrregate employee 
contributions. 


Aversges 25% of contributions per yeer. 
1% of ennual earnings tines yeers of 
service. 

Flat sum based on service only. 

From 460. to $225. monthly. 

Based on earnings times yeeare of service, 


2% of annual earnings times yeare of 
service, 


Monthly amount based on earnings tines 
yeers of service. 


1% of annual ecrnings under $3000. plus 
2% of excess times years of service. 


1% of average annual earnings times years 
of service. 
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TACLE XLVIII 


PENSION BENEFITS INCLUDING PRIMARY 
SUCIAL SECURITY BENEFITS OF 12 PLAN 
SURVEY, MILITARY AND CIVIL SERVICE 


PERCENTAGE OF 


ORGANIZATION AVERAGE ANNUAL COMPEUNSATICN 





1200. 3000 S000 21.5 C00 

a. T. aT. EP .6 50.8 42.5 34.2 
Dupont $5.6 30.0 30.0 20.0 
Kodak 62.5 50.8 54.5 55.0 
General Llectric 56.5 44.8 50.9 67.0 
Generel Foods 55.0 59.2 58.56 64.2 
Greyhound 62.5 50.8 42.5 54.2 
IBM (a) 

Kreesa 75.0 62.2 58.9 60.9 
Commonwealth Léison 60.0 60.0 6C .0 60.0 
Stenéera O11(N.d.) 66.1 61.1 58.6 65.0 
United Air Lines 62.5 50.8 54.5 08.2 
U.S. Ruboer Co. 46.2 40.4 co.e Seed 
Civil Service 80.0 56.0 45.0 45.90 
WLllitary 

Officers (db) 60.6 60.6 60.6 60.8 
Enlisted (c) 56.1 56.1 58.1 56.1 


Ca) IBM plen is as follows? 


25 years service 6117.00 per month 


50 144.00 per month 
SS 171.00 per month 
40 198.00 per month 


45 225.00 per month 
(>) Officers benefits based at 2.02% per year based on 
total pay. 350 years used in determining percentece. 
(c) Enlisted personnel benefits based et 1.87% per yeor 
on total pay. 30 years used in determining percentege. 





TABLE XLIX 


ANNUAL COST OF RETIMOWENT PLANS 1 
IN 12 CCMPANY SURVEY IN RELATION 
TO AWNUITANTS AND PAYROLL 





COST PHO TAGS 
CON PANY ANNUITANTESE PER OF 

YUAR PAYROLL 
. T. eT. 1031 $1,650,000 2, 00% 
Dupont 3000 aad * 
Kodak 1560 P ? 
Generel Electric 5788 6,841,000 1.6 
General Foods 706 aad 
Greyhound Corp. 269 103,512 ~CO132 
IE™ 164 2,500,000 2.70 
Kresze 180 1,012,679 2.13 
Convonweelth Edison 1454 1 , 897 , 300 2,60 
Stendard O11 (N.J.) 3600 te * 
United Air Lines 28 - 2,90 
U.S. Rubber 2078 1,071,301 50 


etsy gua uP rau un em NO 
Infornation not avelilable. 


1. Cost per yesr does not necessarily have any relation to 
payroll or nutiber of ennuitants, Plens ere ectuerily 
funded based on future contingent liabilities «nd funds 
are obligated to yveet contingencies. 
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TABLE L 
AMERICAN EXPERIENCE TABLE OF MORTALITY 


AGE NUMBER LIVING NUMBER DYING 
10 100 ,000 74 
11 99, 251 746 
12 98, 505 743 
45 74,173 e202 
46 73,345 848 
92 216 137 
92 29 5A 
94 21 18 
95 3 5 





source: O'Neil, Hugh. Modern Pension Plens, 1947. 





TABLE LI 


COMBINED ANNUITY MORTALITY TABLE 


AGE 

MALES FEMALES NUMBER LIVING NUMBER DYING 
10 14 100,000 153 
11 15 99,847 157 
12 16 99 690 161 
92 96 2,538 671 
93 97 1,867 529 
94 98 1,338 405 
95 99 933 302 
105 109 3 2 
106 110 1 ? 





urce: O'Neill, Hugh. Modern Pension Plans, 1947 
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TABLE LIT 


SOCIAL SFCURITY BENEFITS TO WORKER &@ WIFE AGS 65 * 
to the arest lis 


YEARS AVERAGE MONTHLY WAGE 

OF 

COVERAGE $5 100 ye 175 00 ia 

5 51 359 £3 o1 05 oY 63 
6 oe 40 43 52 56 60 64 
7 52 40 44 62 026 60 64 
8 SL 40 45 53 o7 61 65 
9 oT 41 46 03 57 61 65 
10 oO 41 45 54 58 62 66 
11 Sd 42 46 54 58 62 66 
12 34 42 46 55 59 63 67 
13 34 42 47 55 59 64 67 
14 54 43 47 56 60 64 68 
15 34 45 47 56 60 65 69 
16 ote) 43 48 oO” 61 66 70 
17 os 44 48 57 61 66 70 
1& O85 44 49 58 62 66 71 
19 36 46 49 58 62 67 71 
20 36 45 49 58 65 67 72 
21 36 45 50 59 64 E8 ras) 
22 5? 46 30 59 64 69 703 
20 bid 45 ol 60 65 69 74 
24 a? 46 51 60 65 70 74 
25 Oo” 47 52 61 66 71 75 
26 358 47 22 61 66 71 76 
27 38 48 ve 62 67 72 76 
28 38 48 55 62 67 72 77 
2g 39 46 53 63 68 7S 77 
50 oo 49 54 63 68 75 78 
35 40 50 56 66 71 76 81 
40 42 535 58 68 74. 79 64 
45 44 54 60 71 76 82 85 


* One third less for single worker. 
Source: O'Neil, Hugh. Modern Pension Plans, 1947. 
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DISCUSSION OF RESULTS 

Prior to discussion of compereble provisions as found 
in the several types of retirement systems, it is considered 
desirable to call attention to the non-comparable provisions 
of the military plan, inasmuch es those provisions seffect 
the operation of the plan and illustrsate unique functions 
puch as attrition in rank, dual benefit percentages, se- 
verence benefits, lack of mendatory retirement age for 
enlisted personnel and other provisions. Anopendix A con- 
tains a brief outline of the military retirement systen. 
| Participation Fligibility. This provision is not 
striotly comperable inasmuch as the military plan is not 
actuarially funded on the basis of future service, but oper- 
ates similarly to a truest fund plen wherein ennultants are 
paid from s trust fund established for thet purvose. The 
military ennuitants are valid from current appropriations. 
There is no necessity of establishing participation require- 
ments in the trust fund type of plen es there are no costs 
incurred due to turnover of personnel. Further, the leck of 
vesting righte in the military plen obviates any necessity 
of funding for past service. In view of the desirability 





of vesting, the participating eligibility requirements of 

the plans studied are shown in Tables 6, 19, 30, 31, 42 and 

44. The effect of such provisions is to reduce the costs 
esulting from turnover when en insured plen is used. The 


reat majority of plans studied have some sort of require- 
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ment renging all the way from 1 month's service to 6 yeers' 
service with or without age requirements. The two most 
popular service requirezents are 1 year and 5 yesre whereas 
the “no ege" provision is the most populer. 

| Retirement Elicibility. Tebles 6, 19, 33 and 44 pre- 
sent the date obtained on this provision. The service re- 
quirenents vary all the wey from None to 45 yeers. The ege 
requirements vary from None to ege 70. In plans having no 
service requirements, the eligibility for retirement is based 
strictly on age end annuities computed according to earnings 
and years of service. It is obvious that in this type of 
plan it is possible to arrive at a very low annuity if length 
of service is low. : 

In plans where service is the eligibility fector, the 
minimum peneion is considerably higher. However, most plans 
use a combination of age and service; the most populsr com- 
bination being ege 65 and 20 years service. The primary 
purvose of such requirezvents are to eliminate costs of turn- 
over in an insured plan end also to provide a reasonable 
pension at the loweet cost. It is evident that the expect- 
ancy of life at ege 65 ia much lese than that at an eerlier 
age; again, it should be noted that costs of turnover do not 
apply to a trust fund type plan such as the militery plan. 

It would seem that the determinetion of normal retire- 
ment age should depend on the conditions of employment as 


well es the geographical location of the work. Certainly, 
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it must be conceded that it is desirable to retire an air- 
line pilot or a coal miner sat an eerlier age than a benk clerk 
or minister. Persons employed in unfavorable clinstes should 
be retired et an errlier age. 

In like menner. militery personnel subject to extenced 
hours of duty in all parts of the world and frequently in 
Weletively dengerous endeavore ehould be retired at an 
earlier ege. The almost universal acceptance of age 65 «s 
the normal retirement ege hes been largely the result of 

the Social Security Act, the benefits of which do not begin 
toaben age 65. The acceptance of this age has enabled the 
‘formuletion of pension plans tying in with Social Security 
thus providing a lerger annuity than would otherwise be 
aveaileble. In this connection, it is noted that military 
personnel do not receive the benefits of the Social Secur- 
ity Act. 

Optional Retirement Age. Tables 6, 19, 21, 33, 40, 41 
end 43 pertain to early retirenent provisions in the several 
plens. The great najority of plans make some provision for 
early retirenent with or without employer consent. The most 
popular practice is to reduce the normal retirement eve by 
10 years with or without service requirements. 

In companies having no service requirenent for normal 
retirement, a service requirement is usually incorporated 
for eerly retirement. The benefits received by the ennuitant 
upon early retirenent ere usually the actuarial equivalent 


of the normal pension. The military plan considers 20 years 
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=— ae being early retirement with SO years being the 
normel. However, the necessity of attrition in rank as out- 
lined in Appendix A operates in such a menner eas to make the 


(50 year option not so much e choice of the officer annuitant 


‘but rather the choice of the Militery Selection Boerds. 


| Contributory vs. Non-contributory Princivle. This pro- 
‘vision is perhaps the moet controversisl one in the entire 
‘field of retirement. Tables 19, 36, and 45 give deta per- 
taining thereto. In actual practice the plans are about 
leventy divided. However, plans adopted in recent years in- 
~—w thet there is sorewhat of a trend towserds the non- 
contributory type. The Buresu of Labor Statistics Bulletin 
(246 reporting a study of colleetive bargaining plang in 
effect by mid-1948 states that most of these plans sre 
financed entirely by the employer. 


The edvantages and disadvantages of employee contri- 


butions may be summarized briefly as follows: 


Aévantages: 
a. Increased benefits. 
b. Provides severance pay in the form of 
returned contributions. 
c. Makes employees cost conscious. 
ad. Promotes solidarity or kinship between 


employer and employee. 
Reduces enployer costs for a fixed arount 
of pension. 


Disedvantages: 


: a. The tax structure makes pensions cheaper 
to buy if employer pays all. Employee 
contributes from pay remaining after 
taxes, wheras employer contributes 
before taxes. 
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b. Employee resistance to further peyroll 
deductions end increased demands for 
wares. 

ec. Additional administrative costs and re- 

| valuation of requirements es to retire- 
| ment age, participation and service. 
There are no prectically no industrial plens that are 
pPealiy non-contributory in principle due to the tie-in with 
Social Security which requires enployee contributions. As 
stated eerlier in this thesis the military plen is non- 
eae Seep sory and it wes deemed advisable to retain thet 
Cheese to avoid any additional costs. In the last analysis, 
it would seem thet the most potent ergument against employee 
contributions is the fact that it 1s the employer's money, 
in the form of a pay check, that the emplovee is forced to 
deposit and that deposit is his to teke with him if he leaves 
the employ of the company. 

If the "deferred wage" theory is taken into considera- 
tion, it can be argued that the entire controversy is irrel- 
evant as it is the employee who pays anyway. A further 


diecussion of this theory follows under the discussion of 


Vesting. 
Disability. Due to the difficulty of properly adminis- 


treating disebility plans and the possible great cost of such 
& provision, most companies do not incorporate extensive 
disability benefits in their retirement plens. This has the 
ultimate effect of leaving protection against this hazard 
largely on a self sdministered besis, if at all. 

Tables 6, 10, 11, 12, 13, 15, 19, 21 and 45 indicate 
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| 
the extent of disability protection in the several plens. 


Retirenents for @isability in the militery ere relatively 
high but when it is considered that we have just emerged 
fron World Wer II and the fact thet physical etandards must 
necessarily be high for active duty, it can readily be seen 
thet such a provision in the militery vlen is e necessity. 
The military plan vrovides for disability retirement et a 
irate determined by the percentage of disability whereas the 
industrial and Civil Service volans contemplate a reduced re- 
tirement benefit plan similar to early retirement. In this 
connection it is noted that msny industrial plans allow 
early retirement only in ecnse of disability. Details of 
military disebility are shown in Avpendix A. 

Relative Costs. It is not proposed to enter into a 
Gigeussion of the funding methods at this roint. The tech- 
niealities and actuarial problems involved are beyond the 
scope of this thesis, however, it is interesting to note 
from Tables 7, 20, and 49 that military retirement costs 
are 4.6% of payroll, Civil Service 4.55% of payroll and 
industrial costs hover around 2%. The relatively smell in- 
dustrial sample available on this provision precludes the 
attaohnent of any significence to this percentece. 

A further study of the tables will reveal that both 
the “Military and Civil Service have a fer greeter nunber of 


annuitants than eny industrial plan, in numbers or percentrge- 


wise. The contributory features of some of the industrials 
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and Civil Service together with the fact thet World War II 
occasioned ea great increase in military disability retire- 
ment would tend to indicate thet if similar conditions pre- 
velled, the percentegzes would not differ so freatly. ‘Such 
peomnptiows further indicete thet the militery plan is less 
expensive to the government than thet of the Civil ‘Service. 

AeeorGing to Fortune “agazine (5), the tex law pre- 
sumes thet » feir proportion of vryroll is approximetely 5%. 
The Continentel Illinois Netional Bank and Trust Company of 
Chicago estinetes that the normal cost of eligible payroll 
runs from 5% to 7%. In view of the above, it would seem thet 
the militery plan, generrl opinion to the contrery notwith- 
Standing, is no more expensive than most industrial plans. 

Survivor Penefits and Deeth Pevments. Although the 
above terms are used practically synonomously nnd treated 
as such by most plans, there are some thet have specific plans 
contempleting ennuities to the survivors of the deceased es 
well es a lump sum payment. Tables 26, 27, 28, 29 and 45 
lilustrate certain provisions concerning survivorship bene- 
fite. The Civil Service has a very comprehensive program 
providing for reduced annuities to survivors as well as lump 
sum deeth payments. 

The military provides only » lump sum payment of 6 
months! basie vay with no provision to share in the retire- 
went of the deceased. Of the 12 industrial plens studied 
for 1950, 7 provided reduced snnuity plens similar to Civil 
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lecuviee. one provided an entirely separate plan for depend- 
ents having no relation to the retirement benefits of the 
employee and 4 had no plans for dependents. Of course, any 
industrial contributory plan would allow for the return of 
the employee's contributions with interest. ost industries 
consider this feature an insurance problem and attempt to 
aolve same by Group Insurance plens. 
The leck of a military eurvivorship plan does not mean 
we the survivors of militery personnel sre left witnout any 
-ineome other than that privately obtained through insurance. 
Other legislation, euch as pensions for widows of veterans 
and dependent children of veterens would provide a relatively 
small income in most cases if all conditions of eligibility 
for this aid were met. Im any event, dependents of military 
men whose sole service has been in peacetime would most 
likely be deprived of these benefits. 

The survivors of militsery personnel cannot benefit from 
the Social Security Act which provides death payments and 
survivorship annuities. It seems rather incongruous for the 
Congress and other groups to view the military retirement as 
a form of "real income" or “deferred wage" when upon the 
Geath of the military person the retirement benefits cease 
to accrue to his dependents. A reduced annuity plen would 
allow the retired militery person to receive a lower retire- 
ment amount than that which he would ordinerily receive, 


with the provision thet upon his death, his dependents could 
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continue to receive sll or a part of what he was receiving 
at time of retirement. The Civil Service plen and certain 
industriel plans provide sufficient precedence for euch a 
change. Under present circumstencese, the military retire- 
ment is tsentamount to e 11ife annuity with no refund pro- 
vision or yeers certain period. 

The principle of dependency is recognized in the mili- 
tary pay scale by providing larger allowances to personnel 
having dependents. Congress has provided for certain other 
dependency privileges in military hospitals, commissaries, 
exchanges and housing. The question may be raised as to 
why the principle of dependency is not recognized in the 
Military Retirement Plan. 

Vesting. The purpose of vesting is to retain interest 
on the part of younger personnel; to assure them that their 
“pights" in the plan are not solely contingent upon remsin- 
ing in service until normal retirement age; to dispel the 
fear that in case of job severance the benefits are not 
wholly lost. Tables 19, 34, 58 and 46 show conclusively 
that the greet majority of plans have some sort of vesting 
provision. The most popular vesting provisions allow 
vesting rights upon completion of 10 to 15 years service 
with or without a qualifying age with a deferred vension. 
Some plane provide for gradual vesting with deferred annuity. 
I.E. 5 to 10 yesra servioe ~ of expected normal annuity; 10 
to 15 years service, # of expected normal annuity; 15 to 20 
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years service, 3/4 of expected normal annuity; 20 years or 
more ell of expected normal. Other plens provide for e cash 
payment or an immediate annuity in lieu of the deferred en- 
nuity. The Civil Service provides a deferred annuity for 

as little as 5 yeers service. The military hes no vesting 
provision. 

The vesting issue has met with considerable opnoasition 
due to the impression thst vesting would encourage turnover, 
If the departing employee could voluntarily leave his employ- 
ioe and take a large sum of money with him as his vested 
‘share of a pension, turnover probably would be high but it 
‘ts not too probable if the vested right takes the form of a 
deferred annuity. The deferred annuity could not be used 
until the normal retirement age has been reached and in most 
cases would be too small to provide an adeouste income; in 
addition, most employees recognize thet the longer the ser- 
vice the grester the pension, 

In en insured type of plan, vesting would increase the 
cost of pensions inasmuch as turnover among younger versonnel 
would have to he taken into considerstion. However, this 
can be offset by setting up service requirements for pvartic- 
ipation eligibility as previously discussed. 

| The univereal acceptance of vesting would greatly aid 
in the solution of the transfersbility voroblem which arises 
when employees shift from one comneny to another over their 


working years and find themselves with no pension other 
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then Sociel Security et retirement ere. There are besicelly 
three weys of looking at vension costs. First, the equal- 
izetion theory which holds thet the enplover offsets hir 
contributions by reduced turnover, better morale, goodwill, 
increesed efficiency end social contributions. The ezvloyee 
contribution or reduced income is offset by his retirenent 
income, 

Another view thet the employer veys, is based on the 
theory thet pension costs pre additionel overating expenses 
and not relieved by any neasureble or intangible offsetting 
gains. A third view held by many economists end esrecially 
by labor lesadere is thet pension costs sre actually deferred 
wages. These versons vaintein thet 1f vensiones were not vro- 
vided the employers would be able to vay higher wares. 

The recent industrial disvuter wherein rensione have 


become a matter for collective berrainine sunports this 


contention. As far as the militery is concerned, it is e 
well known fact, and can be verified by perusing the Con- 
gressional Record, thet military compensetion bills invari- 
ably consider the potential retirement of militeryv personnel 
end consequently pey raises sre not vs high #e they would 
be without retirement fertures available to the military. 
The deferred ware theory puts the ennloyees on a sound 
besis with the emplover in that the thoucht of pensions rs 
a gretuity ere dievelled. The theory is sotually beconing 


more and more a practice in the form of vesting, severance 
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benefits end other employee aids finencial or otherwise which 
are now popular in industry. It is veculiar that there 
should be theoretical disagreement on thie point when it is 
apperent that the practice is prevaient. 

If the deferred wage theory is accented, there is no 
point in continuing a fallecious argument arainst vesting. 
The only question remaining is how to properly inolude the 
provision in a retirement plan. 

Begefits. To facilitate conputeations and for purvoses 
of comparison, an arbitrary 30 year veriod of service was 
chosen on which to meke caloulations. The retirenent emounts 
thus computed were taken as e percentsge of compensation 
with the effect of Social Yecurity included. A problem wes 
encountered with the nilitary peroentarze inasmuch as retire- 
ment is comeuted at 24% per year of basic pay times yeers 
of service rather than a percentege of total pay which ine 
Cludes allowances. 

For example, a person in pay grade 9-6 with 30 years 
eervice, would have s base pay of $698.25 and allowances of 
$160 or a total of 868.25 monthly. Under the 24% method he 
would receive 75% of bese pay or $523.69: this amount is 
60.8% of total psy or 2.02% per yeer. Pay grade E-~7 heaving 
a base pay of $294 plus allowances of $99 or a total of $393 
would receive 75% of base pay or $220.50; this amount is 56.1% 
of total pay or 1.87% per year. 

In order to compare properly the militery benefits, it 


was necessery to use 2.02% per year for officerr and 1.87% 
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annusally for enlisted versonnel. Total percentare benefite 
for 30 yerre of 60,6% and 56.1% respectively. 

Tebles 5, 6, 17, 25, 36 47 and 48 show the retirerent 
percentages of e11 plans. It will be obeerved that nilitsery 
pay geredes 0-6 and E~? are the ones in which moat nilitery 
men retire, using 3C years service es fe bese. These two 
pay grades would heve annual compensation including eallow- 
ences of $10,299 end $4,716 resnectively. Yost industriel 
Plens for incones over *5000 would provide e percentere 
between 25% and 50% averaging around 45%. Some, hovever, 
£0 es high es 65%, For incomes between #3000 anf S5000 the 
percenteges vary from 40% to 55% with the aversce eround &O0%. 
Civil Service percentsre for these incomes is 45%. Thus it 

@an be seen thst nilitery benefits ere sorewhat hicher then 
Civil Service enc noet industrial plens. 

Tables 16 snd 17 euppletented by tables °, 7, 4, 73 end 
24 show thet for military positions shove pey erece 0-4 
Civilien positions with equal responsibility heve e much 
higher renge of pey. The sorewhat lower percenterce benefits 
of retirement sre thue countered by rreeter compenration on 

which the actual benefits are besed. No such @ifferentietion 

exists in the case of enlisted personnel end lower officer 
Gredes. Civilian conmrereation is Just shout equel to mili- 

"wary compensation et these levels. 

| A prominent veneion authority (1) has stated that en 


adequate benefit percentage should be about 45% to 50% ex- 
. 
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Cclusive of Social Security and those groups without Social 
Security should receive 60 to 70%. The Continental Illinois 
Nationel Bank end Trust Company of Chicago makes a similar 
statement. Therefore, it can be observed thet although most 
companies have a somewhat lower benefit percentage than the 
military, the military percentage is in line with authorita- 
tive thinking ond is equalled or surpassed by some companies. 

Inducement for long service. There is no denying the 
point that a retirement system with edequate monetery return 
induces long service. Tables 6, 8, 9, 10, 11, 12, 13, 14, 
16, 19, 21, 22 and 18 present service, age and rank data at 
time of retirement which prove beyond doubt that retirement 
plays e very important role in the retention of military per- 
sonnel in the service. Civil Service breakdowns of retire- 
ment indicate the same, although the turnover (exclusive of 
first enlistments in the military) is higher than the mili- 
tary. No significent data were evailable on this point for 
industrials. 

Table 18 indicates that only 4 to 7% of all Naval Offi- 
cere on active duty in 1946 pvlanned to resign. Enlisted per- 
sonnel do not tend to stay in the service as long as officer 
personnel. Table © indicates enlisted men ages 18-21 comprise 
50.7% of total enlisted naval personnel whereas men age 38- 
41 comprise only 1.7% of total enlisted naval personnel. The 
Game table shows officers ages 23-26 es comprising 19.7% of 


total Naval Officer personnel and officers, ages 45-46 com- 
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prising &.7% of totel Naval Officer personnel. Table 8 gives 
breekdown of enlisted personnel by length of service. 

Effect on Mortality. Tables 50 and 51 briefly present 
@ eomewhat startling observation. For example, the American 
Experience Table of Mortelity estimates that at age 92, 216 
people will be living from 100,000 at ege 10. The combined 
annuity mortelity table estimates that at age 92, 2538 people 
will still be alive. The difference cannot be ascribed to 
any one factor but a combinetion of factors indicating that 
annuitants live longer because of greater peace of mind due 

to less financial worry; people who can afford to buy annu- 

ities can afford better medical care or that potential annu- 
itants sre more careful or have more zest for life. No one 
knows why, but the fact remains that ennuitants do live 
longer. On this one feature alone, a retirement plan is 
worthwhile to society. 

Social Security Lew Aspects. Table 52 presents the 


benefits available under the Social Security program to a 


worker and his wife et age 65. Congressional legislation 


f 


already passed by the House of Representatives and ewalting 


action in the Senate will increase the percentage benefits 


of industrial plans previously discussed and reduce even 
further the benefit differences between industry end the nmi- 
litery, as monetary benefits will be incressed by 70% for 
Social Security perticipants. 

One interesting feature of this legislation is that it 
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will give wege credits of $160 per month served in the Armed 
Forces between September 1940 and 24 July 1847. Thies means 
that under the provisions of the Social Security Act requiring 
40 quarters or 10 years participation, many nilitery persons 
who had prior industrial experience may be able to complete 
the required time and thus be eligible for Social Security 
also. It is not cleer ss to whether or not a militery per- 


son without prior industrial experience could quelify. 


Effect of Retirement flan on 'Jorale of Armed Forces. 
Table 18 es previously state indicate that only 4 to 7% of 
Navel Officers plenned to resign, however, 26% to 28% were 
undecided, 5% did not answer the question and 22% to 24% plen- 
ned to retire at 20 years. The reasons given for eerly re- 
tirement, indecision or resignation can be classified into 
five categories: 


1. Family Reasons. 
a. No home life. 
db. Family left alone while Officer is at Sea. 
c. Frequent change of schools for children. 
2. Finsnciel Reasons. 
a. Exorbitant rents and high coat of living 
at duty points. 
b. Low pay. 
&. Advancement Doubts. 
a. Slow peacetime promotions. 
4. Civilian Ovportunities. 
5. Other. 
a. Feeling of inseourity due to changing laws 
pertaining to military. 
Constantly on duty. 
No private life. 
kxvenses through constant moving. 
Bea housing. 
No assurence that retirement lews will not 
be tampered with. 
No aseurance that retirement benefits will 
be retained or bettered. 
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It is apparent that an attractive retirement plan is 
needed to mitigete the difficulties of ordinsry service life 
and that military personnel do give much thought to their 


retirement. 
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SUMMARY PND GONCLUSIONS 
In order to deternine whether or not the retirenent ©l1an 
of the “Vilitery Esteblishment is comvereble to those lene 
eeteblisked in Industry and Civil Service and to determine 
further the chanres in the “ilitery Plen that should be isde, 


Af any, a study of 913 


Industrial Retirement Plans, the 
Civil “ervice Retirement Plen and the Militery Retirement 
Haan wee conducted with the effects of the Boelel Ceeurity 
law taken into consideretion, 

The study hea traced the #volution of oensions fro lte 
oricinel “relief consent" to the modern trend of thoucht 
which considers the enat of vensions as a part of normal busi- 
nees costa. From e primary purpose of secting the wrobdlem 
of superannuation, the study has covered the ezerzsence of 
otper reesons forretirenent plens, whicn in the osinion of 
pore experte, ere fully as ilmportent ae superenustiocn. 

With the increesing importance of hernenious personnel 
relations in industry end Covernient, the Netirenent Flan 
nee become © mejor vehicle in the sttempt to izprove lebor 
ni @anagerent reletions. As more end nore retirenent slans 
nave heen ecopted numerous refinaments heva cap-earec in the 
ajministretion en? provisions of the vlans. 

S11 of the plsens within the scope of the study were 

ned to establish »oaints of eonver-ence. These points 
2. Gie2 Plans by Hugh O'Neil, lodern Tension Plane, 1947. 

289 Retirement Plans by Bankers Trust Company, New York 


1948. 
12 Plans surveyed in 1°50. 
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were esummerized in 52 tables and Giacussed individually. 

On the baeie of the results, 1t ean be concluded thrt 
the “ilitary Plen ie more liberel than most other plans in 
the provisicne of Penefit Percenteryee Contributione, Retire- 
went “licibllity “eevlretente eng “lsability. 

The Adjlitery Plen is ceficient in the proviegione of 
Vesting end survivorship “enefite. The date heve shown that 
the Wilitery Flen is reletively low cost, provides en in- 
duce@ent for lony service -nd hae a favereble effect on the 
forele of the Arzed Foreee. 

ir it can be assu7e@ that sdventezeoves provisions ere 
neceétary ir e Wilitery Retirement Flan in order to offset 
the seny vielteitudes, imecnvenlenocer src cigadvents;es of 
Bircitery iife, it ern aleo be arsumed that without 6 wood 
retirenent prorrsa, tre nilitsryvy would loee nenyv of ite per- 
BClinel end “tnet in oréer to retein its effectivenees the 
Greseent nilitery plan eust be imscroved to keep pace with 
constently improving industriel plans and sceilal legielation. 
Therefore, 4% Ls recomrended thet the Militery Retirenert 
Tlen be changed to include provisians for Vesting with e de- 
ferred annuity end Survivorship Penefits with cc reduced 
amnuity. It is recommended further, that in view of circum 
Stences unicue to the militery, end in the interecta of ad- 
Ministrative efficiency #ni low coats, thet no changes be 
mede in the present provisions of “ligibility Nequirenente, 


Benefit Persenteger and Non-contribetory nethod. 
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APPENDIX A 
Outline of “‘ilitary Retirement Plan. 


Retirement for Officers. 
A. Statutory Age Retirement (Conpulsory). 

1. Navy 

a. Fleat Admiral, Age 64. 

b. All other renks, Age 62. 

2. Arny 

a. General, Age 64. 

b. “Major Generel Age 62. 

ec. All other ranks, Age 6C. 

Voluntary Service Retirenent. 
1. Navy 
a. 40 yeare. Fendetory eccertance by the Sec-— 
retory of the Nevy. Retired Psy 75% of 
ective duty pay. 

b. SO years Discretionery of acceptance: re- 
tired pey 78% of active Guty pay. 

e. 20 to 30 yesrs. Discretionary - retired pay 
computed et 24% of sotive duty pay times 
number of years service. 

2. Army 

a. 40 to 50 years. ‘Sane as Kavy (fn). 

b. 70 yeare. Same as Nevy (b). 

e¢. 20 to 30 years. Same es Navy (c). 

C. Involuntary Retirement (for reasone other then dises- 

a + inefficiency, moral unfitness or misconduct). 

1. Navy 
&®. Rear Admirals 

fter 34 years service heving been twice 

passed for retention. Retired at 26% of 
active duty pay times years of service 
not to exceed 75% of active duty pay. 

od. Captains 
After 31 yenrs service, if not on prono- 
tion liet retired at 24% of ective duty 
pay times yeers of service not to exceed 
75% of active duty pay. 

ec. Commanders 
After 25 yeers service and if twice failed 
of selection for promotion retired at 2% 
of active duty pay times years of service 
not to exceed 75% of active duty pay. 

Gd. Lieutenant Conzanders 
After 20 yeers service and if twice failed 
of selection for promotion retired at 2%% 
of active duty pay tines years of service 
not to exceed 75% of active duty pay. 
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D. 


e. Lieutenant Senior Orede end Lieutenant 
Junior Grade 
If twice failed of selection, honorebly 
Gischarged with lunp sum peynent conputed 
on the besis of two months active duty 
pay et time of discherge for each year of 
service. 
f.. Unsignes 
With less than three years service, com 
mission may be revoked and discharged 
without advance pay and allowences. 
Feilure to pass professionel exeninations 
twice, disecharged with 2 months pay for 
every yeer of commissioned service. This 
regulation spplies to higher renks through 
Commander under the saze provisions as 
having twice feiled of selection. 
Warrant Officers 
SubjectS to sane statute as is avpliceble 
in the case of comnissioned Officers. 
There are no selection or examination 
requirements. 
2. Army 
a. Major General 
After 35 years service, having been twice 
passed for retention. Otherwise same as 
Navy le. 
b. Brigedier General 
After 30 years unless nominseted to Major 
Genersl1. Otherwise sene as Navy le. 
ec. Colonel 
After 30 years. Otherwise same as Navy lb. 
@. Lieutenent Colonels 
After 20 years. Otherwise sane as heavy lc. 
e, Majors, Captains and First Lieutenants 
If twice passed over for promotion, if 
eligible for retirement they sre retired. 
If within two years of retirement, sre 
perzitted to stay until entitled to re- 
tirement. If on date of elimination not 
eligible for retirement not within two 
yeare of such eligibility, honorably dis- 
charged. 
f. Second Lieutenents 
Sene as Nevy lf. 
gs. Warrant Officers 
Sane as Navy lg. 
Involuntary Netirement for Inefficiency Moral Un- 
fitness or Misoonduct. 
1. Navy 
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s. Inefficiency 
(1) If less than 20 years service, Cischerged 
with 2 months pay for every yeser of duty 
net to exoeed © yerra nay. 
b&b. Morel unfitness or misconduct 
(1) Discharged with not nore than 1 year's 
pay. 

2. Army 
oe. Inefficiency 

(1) If not otherwise eligible for retirenent 
discharged with 1 month's pay for every 
yeor of duty not to exteed 1 veer’ ney. 

b. Morai unfitneee or nisconduct 

(1) If not ctherwise eligible for retire- 
ment discuerged witn not more then one 
veer's pay. 

Physical Disebility. Applies to all members of the 

uniformed services with less than 20 yeers service. 

1. Retirement Cenditions 
s. No mininun length of service required if 

dieability is the proximate result of the 

performance of active duty. 

£ minizum of 8 years service if disrbility 

is not the proximate result of the per- 

formance of ective duty. 

e. Disability aust be 30 per centum or more in 
eceordence with the standard schedule of 
rating Gisabilities in current wee by the 
Veterans’ Aduninistration. 

Gd. Disability 1s not due to the intentional 
misconduct or willful neglect and was not 
incurred during a period of unauthorized 
ebsence. 

e. Accepted medical principvles indicate such 
disability is or may be of a permenent na- 
ture otherwiee retained on active duty or 
recalled at a later cate. 

f. Computation of disability retirement pry. 
(1) Nuvber of yeers of service tines besic 

pay or 

(2) Basic pay times percentage of disebility 
(3) Not to exceed 75% of bese vey in either 
ceee. 

Sevaretion in lieu of retirement if inelirible 

for retirenent 

a. Paid 2 months! base pay of renk rate or 
grede held times years of service not to ex- 
ceed two years pay. 
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Il. Retirerent for Enlisted Personnel 


A. 


Voluntary 
lL. Kavy 
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a. SO years service. Yenda*ory of acceotance 
by “ecretsry of Nevy as 75% of ective duty 
pay. 


b. 20 to 30 years service. ‘andatory of ace 
certance by Secretary of Navy. 

(1) Transfer to Fleet Reserve eat ennual 
retainer vay of 24% per year tines | 
number of years service or # of base 
pay. After tO years transferred to 
reguler retired list with psy then 
legally entitled to receive. 

ec. 16 to 20 years service 

(1) Transfer to Fleet Reserve et the rete 

of 1/3 of bese pay. Otherwise sene 


6s above. 
2. Army 
e. SO years service. “‘andatory of acceptence 
at 75% of ective duty pay. 
b. 20 to 30 years service. ‘andatory of ac- 


ceptence. Transfer to enlisted Reserve Corps 
at 23% per year times yeors of Federsl 
Service. 
Involuntary 
l. Refusal of either the “Service or the Enlisted 
person to sccept re-enlistnent doee not consti- 
tute retirerent involving veyment. 
2. Separation by discharge does not involve payment 
of retirement funds. 
C. Age Retirement 
1. There i8 no age at which an enlisted man may be 
compelled to retire. As to re~-enlistments, age 
is not © factor if a man re-enlists within 3 
months; if more then 3 months elepses a break 
in service occurs end the maxinum age linit for 
re-enlistment is non-attainment of the slst 
birthday. However, a man is permitted to deduct 
ell of his active duty service from his sge to 
aid in bringing hin within the age limit. Also, 
age is no factor if there is a critical shortage 
within the rete. 
». Physical Disability 
1. In accordance with Fublic Lew 351, 8lst Congress 
otherwise Known sas the Career Conpensetion Act, 
QGisability provisions relating to officers apply 
to enlisted personnel as well. 
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